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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 28

FILE GOPY - GOMP, GEN,

Dear Mr, Secretary:

NOV 26 1958
B-133096

Enclosed is our report on our review of the Military Assistance
Program for Vietnam as administered by the United States Military
Assigtance Advisory Group to Vietnam. This report is one of a group-
on the military assistance program. (UNCLASSIFIED)

The report presents our findings that (1) program requirements for
Vietnam have been developed without valid tables of organization and .
equipment on which to base initial needs, without accurate country con-
sumption rates, and without complete knowledge of equipment assets al-
ready possessed by Vietnam forces, (2) France has failed to carry out
the agreement originally negotiated with the United States for the dispo~-
sition of United States~financed military supplies held by the French at
the end of the Indochina war, (3) satisfactory control had not been estab-
lished over the use of local currency provided from United States aid
‘programs for supporting the Vietnam military budget, and (4) the inabil-
ity of Vietnam to support from its own resources the Vietnamese pro-
gram objectives recommended by the United States Joint Chiefs of Staff
requires an informed determination, based on the development of long-
range program costs for Vieinam and the military assistance program
world-wide, as to whether these costs are within the resources of the
United States to be made available for such purposes.

(.CDNF-I-BW
Copies of this report are being transmitted to the Mmgﬂﬁn\x

of the Budget, and to the Chairmen of the Senate Committees on Foreign
Relations, Armed Services, Appropriations, and Government Operations
and of the House Committees on Foreign Affairs, Armed Services, Appro-
priations, and Government Operations, (UNCLASSIFIED)

Sincerely yours,

Comiptroller General
of the United States

The Honorable
The Secretary of Defense

Enclosure

ssexmr—  {IGLASSIFIED

Downgraded to "Confidential'!
when detached from enclosure.
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REPORT ON REVIEW

OF
THE MILITARY ASSISTANCE PROGRAM
FOR
VIETNAM

The General Accéunting Office has made a review of the Mili-
tary Aéslstance Program (MAP) for Vietnam as administered by the
Military Assistance Advisory Group (MAAG) to Vietnam., Our revlew
was made pursuant to the/Budget and Accounting Act, 1921 (31 U.S. C.
53), and the/Accounting and Auditing Act of 1950 (31 U.S.C. 67).
This reviéwlis one of a group on the military assistance program,
The purpose of this.program, its organization and management, and
its method of financing were described in our report on the mili.
tary aéslatance program transmitted to the Congress on August 29,

1957. (UNCLASSIFIED)

INTRODUCTION -

~ The objectlves of the Military Asslstanée Program for Vietném
are to assist, insofar as practiéable,lin organizing, tralining,
and equlpping the armed forces of Vietnam in order to insure the
maintenance of internal securlity aund to provide limited initial re.
sistance to attack by the North Vietnam Communists, The Depart.
ment of Defense has deflmed limited initlal resistauce as resist.
ance to Communist aggression by defending of delaying in sudh man.
ner as to preserve and maintain the integrity of the government

and 1ts armed forces for the pei-iod of time required to invoke the

TNCLASsIE
sseaﬂ’zwﬂ,“ff"_' -



- SECRET— UNCLASSIFIED

United Nations Charter and/or the Southeast Asia Collective De-
fense Treaty and to commit colleé;lve securlty forces to support
or reinforce indigenous forces in defeuse of the coumtry attacked;
(T NOLASSIFIED |

The cumulative dollar value programed for Vletnam under the
military assistance program, as reported in the 1959 budget estiw
mates, was $311 million through June 30, 1957. An additionmal
$36.7 million was programed in fiscal year 1958, and $24.4 million
was estimated to be programed in 1959, (SBERETT

TSI
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SCOPE_OF REVIEW

Our review of the Military Assistance Program for Vietunam was
directed towaﬁd examining the effectiveness of management con-
trols ineluding procedures, records, reports, and internal reviews
for developlug and carrying out the MAP in accordance with estab-
lished United States policles and objectives, (UNCLASSIFIED)

We reviewed at MAAG/Vietuam and at higher levels (1) the de=
_velopment of requirements for approved Vietnamese forces, partic-
uiarly‘ for the development of fiscal year 1959 programs, (2) the
delivery of military end items, and (3) the standards 6f utiliza.
fion achlieved by the country forces equipped under the military
assistance program., We made a limited number of fileld 1ﬁspections‘
to determine the techniques established by the MAAG to satisfy it.
self that the materlel furnished was being utilized for the pur-
pose programed, No attempt was made to evaluate techunical or stra.
tegic matters., (UNCLASSIFIED)

We examined selected transactions and made such other tests
as we deemed appropriate to enable us to consider the adequacy and

effectiveness of the management controls. (UNCLASSIFIED)

HINPI ASSIFIED
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SUMMARY OF FINDINGS |

' We obtained the comments of the MAAG, of the Commander in
Chief, Pacific (CINCPAC), and of the Assistant Secretary of Dew
‘fense for International Security Affairs (ISA) on our findings,
‘and their #tatements have been included in this report where appro.

priate. (UNCLASSIFIED)

INADEQpATE BASIS FOR DEVELOPING
PROGRAM REQUIREMENTS

The MAAG has developed program requirements to equip the Viet.
namese Army and Alr Force without valid tables of orgaunization and
equipment or stock levels on which to base needs; without reliable
information as.to country cousumption rates, and without adequate
knowledge of equipment already possessed by Vietnamese forces,
There are indications that.considerable excess equipment already
exists in Vietnam and, in the absence of a sound basis for program-
ing, additiomnal matefiel may be delivered in excess of country re.
‘quirements. (UNCLASSIFIED)

. Ye are'recommending that action be expedited to iwmprove Vlet-
namese 1inventory control and supply management préctices, to ob.
taiu reliadble assét and consumption data, and to recover excess’
equipment, (UNCLASSIFIED) (See p. 11.)

LACK OF CONTROI OVER UNITED STATES.FINANCED
MATER IEL, HELD BY THE FRENCH

France has falled to carry out the agreement originally nego.
tiated with the United States for the disposition of United States-
financed military supplies held by the Freunch at the end of the
Indochina war, France notified the Unlited States ﬁn 1957 that it

I @%MHASSWUFH 4
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could no longer be committed to this agreement. Instead of a mu-
tual inventory taking or determination of what United‘states;
financed military equipment and supplies are availeble-for return
to United Statesrcontrol; French authorities, contfary_to‘their
original agreement, have teken unilateral action to offer for re-
turn such materiel as they wished, have shipped an unknown quan-
tity of nateriel to France or to other French possessions, and at
the time of our review 8t1ll held some of this materiel. As a re-
éult, the Unlted States hae programed equipment for Vietnam, and
for other countries in the area, without knowing whether these
countries had also received similar equipment from France or
whether'such equipment might be available to fill deflclencles in

these countries. (mmmm;ﬁr) (See p. 18.)

LACK OF CONIROL OVER THE USE OF FUNDS 1
PROVIDED FOR THE MILIT TDCE UNGLASS‘HED

' United States officials have not established satisfactory con-
trol over the use of local currency provided from the United
States: economic assistance program for supporting the Vietnamese
military budget,' We noted indications of deficiencies in Vietnam
procedures for contracting, paying bills, and controlling obliga-
tions. Military budget support represents the largest single seg-
ment of United States assistance to Vietnam. (UNCLASSIFIED)
| We are recommending that the Department of Defense and ICA
assign definite responsibilities for supervising the use of mili-
tary budget support funds released to the Vlietnam defense estab-

lishment, We are recommending aiso that‘adequate procedures be

DELASIFTY s
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developed, which are acceptable to both the United'States and Viet-
nam, for carrylng out this function 1n a systematic manner.
(UNCLASSIFIED) (See p. 22.)

NEED FOR BETTER COORDINATION BETWEEN
v CONOM ROGR

Projeéts programed under the military andueconomic assistance
programs have not been sufficiently coordinatéd to‘provide for ef-
ficient application of United States resources made available to
Vietnam. Differences of opinion between United States officials
administering the separate programs in Vietnam as to the mefit of
certain projects apparently haée not been promptly resolved to ar-
rive at a firm United States position. (UNCLASSIFIED) (See p. 25.)
NEED FOR LONG-RANGE PROGRAM PLANNING .

The military’assistanée program 1s belng adﬁinistered without
iong-range program planning for the continued shpport of the mili-
tary forces now being equipped at United States expense, Responsi-
ble United States officials have reported that the Vietnamese pro-
gram objectives recommended for support by the United States Joint
Chiefs of Staff (JCS) are far bqyond the(economic.capabilities of
Vietnam to support from 1ts_own resources, The Department of De-
fense has not developed 1ohg-range estimates of the program costs
necessary to support approved country .forces in Vietnam and world-
wide for consideration of whether these coéts are within the re-
sources of the United States to be made avallable for such pur-

poses., (UNCLASSIFIED)

UNCIASSIFIFD
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We are recommeudlng that the Aésistant Secretary of Defense
for International Security Affairs develop.estimates of the costs
‘required to achlieve approved program objectives in Vietnam and on
& world-wide basis and that appropriation requests be supported by
data which shoﬁ long.range costs; the portion already funded; the
portion requiring funds in the budget year, and the time.phased
costs for carrying out the remainder of theAprogram; (UNCLASSIFIED)
(See p. 27.) |

HNEI ASSIFIEN
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BACKGROUND

‘The General Accounting Office has prepared a separate report
on the economic assistance program in Vietnam (B-133001). This )
report was transmitted to the Director of ICA and.to several
congressional committees on May 22, 1958. In this report we
pointed out that the official exchange rate of 35 Vietnamese plas-
ters to 1 Unlted_States dollar, which 13 used for the purpose of-
converting dollar aid funds into local currency, overvalues the
plaster, cbmpared with current markét rates of 70 to 1l or higher. '
The rate of_35 to 1 not only adds unduly to the demands for United
States economic aid but élso encourages speculation and leads to
windfall profits for private 1mportefs; 'The report concluded that
1t was believed ﬁhat ICA should.use 1ts best efforts to negotiate
a more favorable exchange rate with the recipient country.
(UNCLASSIFIED)

In order that the findings and recommendations contained
herein éan be considered in conjunctiqn with pertinent cbnditions
that were not within the scope of our'review but which were cone
sidered pertinent by responsible United States officlals charged
with the administration end technical evaluatlon of the program,
certain views expressed by those officlals are summarized below,
(UNCLASSIFIED) |

Department of Defense officlals have stated that the Viet-
namese armed forces supported under the military assistance pro-
gram were the key factor in establishing 1nﬁerhal security and

strengthening the central anti-Communist government, that the
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Vietnamese Army is reported to be capable of maintaining geuneral
internal security and of defending key areas for 30 to 40 days
against a full-scale invasion from North Vietnam, that the Viet~
namese Navy 1s improving in’competence, and thst the Vietnamese
Air Force has a limited capability to carry out its missioni MAAG
officials have stated that the Vietnamese loglstical system 1s in-
capable of supporting Vietnamese armed forces 1n wartime operatlions
because of a lack of trained personnel to operate the system and

inadequate facilities for transport and supnly distribution.

7 UNCLASSIFIED

We have been informed also by Defense officials that the op-
enation of the Military Assistance Program for Vietnam has been
adversely affected by several internal country pnoblems and situa-
tions, including those which follow: (SEERETYT UNGI.ASS'HE"

1. Vietnam has been an independent nation for less than
3 years and faces tremendous economic, social,and mil-
itary problems. Educational facilities are reported to
be substandard, and the population has a literacy rate of
about 20 percent, There 1s a critical shortage of capable
administrators, executives, supervisors, and techniclans,
While Vietnam was a part of the French empire the Viet-
namese, with certain rare exceptions, were not permitted
to occupy any important executive or administrative posi-
tions either in business or in government, After the
French left Vietnam, there were few tralned and experi-

enced Vietnamese to fi Eﬁmw positions vacated by the
French . ( g

2. The Geneva agreement entered into July 20, 1954 which
brought about the cessatlon of hostilities in the French
Indochina war, prohibited the introduction of additional
military persomnel and the movement of any major items of
equipment into Vietnam, except on a replacement basis,
Though not a party to the Geneva agreement, the United
States determined that, for political reasons, a celling
of 342 should be placed on the number of MAAG personnel
in Vietnam, This figure represented the MAAG military
strength at the time of the cease-fire in 1954, Supple~ .
menting this are personnel of the Unlted States Temporary

< £ oner— UNCLASSIFIE 3
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Equipment Recovery Mission (TERM) with an authorized
strength of 350. The stated mission of the TERM is the
recovery and outshipment of economically reparable MAP ma-
teriel excess to authorized Vietnam armed forces and MAP
materiel requirements and the disposition of salvage and
‘scrap returned to United States control., In the course

of carrying out its mission, TERM has also given the par-
ticipating elements of the Vietnam armed forces certain

logistical training. UNCLASSIFIED

ERASE 10
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FINDINGS AND RECOMMENDATIONS

INADEQUATE BASIS FOR DEVELOPING
PROGRAM REQUIREMENTS

Program requirements have been developed without adequate
knowledge 6f”the needs of the forces being supported and without
accurate knowledge of the equipment and supplies already possessed
by the Vietnamese forces. The United States has information that
there are considerable exceés quantities of equipment and supplies
in Vietnam. In the absence of a sound basis for programing, addi-
tional unneeded materiel may be delivered. (UNCLASSIFIED)

Troop equlpment

Although the United States has established as program objec-
tives the slize and make-up of the forces that would be supported
in Vietnam, at the time of our review the MAAG did not have the
data necessary for computing Vietnamese requirements as follows:

1. There were no valid tables of organization and equipment
(TOXE's) for the Vietnamese Army units. That Army was
organized and equipped according to French TO&XE's, which a

‘review indicates are not an acceptable basis for program-
ing. One unit with authorized complement of 2,498 was
equipped with weapons for 3,194 personnel. In September
1956 the MAAG initiated a project to develop TOXE!s.

2. In June 1957 the MAAG assumed responsibllity for training
the Vietnamese Alr Force which prlior to that date had been
trained by a French mission. As a first step toward or-
ganizing and equipping that Air Force, MAAG initiated a
projJect to prepare suitable unit manning documents (UMD's)
and unit authorization lists (UAL's).

3. Acceptable asset data had not been compiled nor had con-
sumptlion factors been developed for the Vietnam military
forces. We were advised by MAAG officials that avallable
data as to equipment on hand were obtained from whatever
sources possible, that it was not an accurate statement of
country assets, and that an unknown amount of French-held

NELASSIFIED 11
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materiel was turned over directly to Vietnam after the
Indochina war. At one depot that we visited, personnel
were compiling consumption data and other essential infor-
mation on each line item. MAAG officials have indicated
that 1t wlll require at least a year to inventory stocks,
establish stock levels, and compute stock requirements.
The Department of Defense has informed us that the MAAG now has
prepared TO&E's for the Vietnamese Army, that by September 30,
1958, the Army should be reorganized under these néw TOXE?*s, and
that the Vietnamese Air Force put into effect new UMD's and UAL's

in March 1958. (SEERET) (MO ASSIFIE}

Construction

Construction funds programed for the Vietnamese armed forces}
are based on rough estimates of cost for projects planned on a
piecemeal basis. The MAAG does not have a master plan for the
coﬁntry constructipn program and, at the date of our review, had
not developed a comprehensive understanding of the country require-
ments or available assets. Those projects which have been pro-
gramed are subject to'change as additional data are developed.
(sserery |INCLASSIFIED -

Through fiscal year 1957 over $5 million had been funded for
military construction projects, chiefly from the economic assist-
ance program. Since the MAAG does not have engineering data to
support cost estimates, it has little assurance that funds re-
quested will be adequate for the work planned. It appears that in
practice funds are requested and then work 1s planned within the
limit of funds that are approved. (SECRET} UNCLA&S,HEI}'

We have been informed by CINCPAC that more sf;ingent controls
have been established over construction projects and proposed con-

struction must be fully supported in the annual program submis-
A |

. A4 DR RV R i
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Although at the time of our review the MAAG did not have com-

Excesses

plete knoﬁledge either of Vietnam equipment requirements or of as-
sets, MAAG officials bélieved that considerable quantifies of ma-
teriel on hand were excess to current needs. From data presented
in the fiscal year 1959 program submission, engineer stocks of
structural steel, paint, cement, asphalt, hardware, iron and steel,
nonferrous metal, electrical supplies, drafting and topography
supplies, and hand tools were an estimated $3.9 million over esti-
mated reserve requirements. The excess represents from 1 to
2 years' requirements for most of the first 9 items mentioned and
17 years' requirements for hand tools. (SEERET) ZWGMSS]HEB
We noted also that the Vietnamese Air Force had aviation gaso-
line and lubricating oll on hand or under contract for delivery
from fiscal years 1956 and‘1957 in sufficient quantity to.maintaiﬁ
a 60-day reserve and to meet estimated consumption requirements
for ensuing periods extending into or beyond fiscal year 1959.
Estimated requirements for 80 octéne gasoline could be supplied
through March 1959 from stocks on hand, and there was sufficient’
quantity of 100/130 octane gasoline on hand or under contract for
delivery to meet expected requirements through December 1958. At
Jénuary 1, 1957, the Vietnamese Air Force was reported to have
80,000 gallons of lubricating oil on hand which, on the basis of
estimated requirements presented in the fiscal year 1959 program

submission, would last beyond the end of fiscal year 1959.

(ST UNCLASSIFIED
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The major amounts of end items reported excess through ‘
June 30, 1957, consisted of about i million pairs of boots and
shoes and about 61,000 items of medical supplies. MAAG officials
have informed us that since our review about 6,000 tons‘of ord-
nance spare parts excess to Vietnam needs have been returned to
‘United States control. (SEGRET)™ UNCLASSIHED

At one Army depot that we visited, MAP requisitions amount-
ing to $500,000 had been determined to be excees to requirements
and had been canceled and, based on the remaining requisitiohs to
be screened, it was esfimated that requisitions totaling $2 mil-
lion would beICanceled. Since the depot 1s receiving materiel
from reworked back-up stocks and from requisitions placed before
stock control procedures were put into effect, equipment and sup-
plies are being received at the depot which must be immediately
shipped out as excess. The situation will necessitate a continu-
ing review of stock balances and requisitions until the supply
position has stabilized and more accurate stoek levels are estab-
lished which, 1t is estimated, will beyin approximately a yearts
ine. (ssomzzi— |INCLASSIFIED

During a visit to an Alr Force depot, we were advised that
the depot had stocks of parts for aircraft which were not in use
in_the Vietnamese Air Force and hence were excess to requirements.
We observed that the depot stocks had not been inventoried and the
depot did not have a workable system for inventory control. The
MAAG has reported’that since our reviews‘an inventory procedure
had been written and transmitted to the depot commander with the
intention of starting an inventory of depot stocks in January 1958.

(SEGRETY |
sepprr—NCLASSIFIED 14



SEERET UNOLASSIFIED

In reviewing the naval éupply position, the MAAG found that
the Viethamese have in their possession certain diesel engines
‘which so far exceeded their requirements that 1t was considered
desirable to returnAéome portion to United States control without
walilting for completion of the over-all evaluation of the stock po=-
sition. Their first attempt to obtain release of these excess
items was initiated about a year before our review, at which time
the MAAG attempted to obtain control of 400 diesel engines, valued
at $6,500 each, for redistribufion to Thailand and to the ICA mis-
sion. Although the Vietnamese would have retained, after the pro-
posed redistribution, 150 diesel engines, the release of thé en-
gines was declined. According to United States Navy standards,
only 30 engines are needed to meet replacement requirements of the
Vietnamese naval vessels. At the date of our review, the MAAG was
st11l unsuccessful in its attempt to recover the diesels. We have
since been advised that the return of these excess items has been
agreed to and that action has been initiated to recover other ex-

it

cess materiel. (S'E'CB‘ET‘) Qﬁﬁ“U‘SS!HE”

In accordance with an/déreement reached 1n an exchange of
notes between the United States and Vietnam in March and April
1955, Vietnam agreed to report to the United States MAP equipment
or materiel no longer required for the purposes for which they
were made available, Further, by the agreement the United States
could draw to the attentioh of the Vietnamese authorities equip-
ment or materiel which it considered within the scope of the ar- |
rangements and the United States would determine the disposition
of the materiel reported excess by Vietnam. {5ECRETY |

| LS.
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Notwithstanding the agreement and the fact that there are
iarge quantities of materiel 1n Vietnam excess to present military
requirements, the Vietnamese Government has been reluctant to de-
clare or turn over to the United States control excess major end
items. In the opinion of MAAG personnel, this reluctance stems
largely from (1) a feeling of actual need within Vietnam for the
equipment, (2) large quantities of Vietnamese millitary equipment
out of operation because of maintenance and rebuild inadequacies,
and (3) possible Vietnamese fallure to understand that excess
equipment will require additional maintenance and storage costs.
(SECEETT UNGLASSIPED

CINCPAC has informed us that, while it recognizes that Viet-
nam is reluctant to return to United States control items in ex-
cess of reqﬁirements, it 1s confident that the MAAG will be suc-
cessful in obtalning release of excesses. (SECHET).

Conclusion ’¥§L;@ f;Y}

CINCPAC has agreed that there are inherent inaccuracies in
the program data used and that the utility of programs prepared
from such data is limited. CINCPAC has reported that 1t is giving
this matter constant attention and in some cases has reduced pro-
gram submissions to avoid overprograming of major materiel. Both
CINCPAC and MAAG/Vietnam»are aware of the inadequacies in the Viet-
namese logilstical system‘and the difficulties in introducing and
establishing supply management concepts in Vietnam. WED

We believe that MAAG personnel have made considerable progress
in attacking these basic problems. However, until valid consump-

tion factors are developed, until the available assets are

SECRET UNCLASSITIED 16
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ascertained and compared with the authorized allowance, and until
depots stocks are inventoried and realistic stock levéls are estab-
lished, evaluation of shortages or excesses 1s not possible and
program data prepared on the basis of existing organizational
_structures and requirements must be considered as tentative and
subject to change. At the time of our review thereldid not exist,
in our opinion,'é sound basis for developlng country requirements
or for assuring, to a reasonable degree, that equipment being de-
livered under the military assistance program could be effectively
used by the reoipient. (UNCLASSIFIED)

Recommendation

We recommend that action be expedited to improve Vietnamese
inventory control and supply manage&ent practices, to obtain re-
lieble asset and consumption data for major materiel and spare
parts, and to recover equipment'determlned to be excess to valld

requirements. (UNCLASSIFIED)

UNCLASSIFIED 11
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LACK OF CONTROL OVER UNITED STATES-FINANCED
MATERIEL HELD BY THE FRENGH

France has falled to carry out the/agreement or;éinaily NELO-
tiated with the United States for the disposition of United States
financed military éupplies held by the French at the end of the
Indochina war, France notified the United States 1n’1957 that it
could no longer be committed to this agreement. Tnstead of a mua
tual inveuntory taking or determination of what United States-
financed military equipment aﬁd supplies are avallable for return |
to United States control, Fremch authorities, contrary to thelr
originél'agreément; have taken umllateral actlon to offer for re-
turn such materlel as they wished; have shlipped an umknown quan.
tity of materiel to France or to other Fremch possessions, and at
the time of our review still held some of this materlel, As a re-
sult, the United States has programed equlpment for Vietnam; and
-for other cocuntrles in the area; without knowing whether these'
countries had already recelved similar equipment from France or
whether such equipment might be available to fill .deficlencies
in these countries. (QOM—EENT‘.E?H:-) ”M&ASS'F]EU

At the cessation of hostilities in 195#;7ﬁrench and United
States materiel of an undetermined amount was in the hands of the
French forces smd the forces of the Assoclated States (now Viet.
nam, Cambodia, and Laos), Thq/Miﬁute of Understandiung signéd De.
cember 1, 1954, by Geuneral Collins and Gemeral Ely, representa-
tives of the United States and French Governﬁents; respectively,
provided for French and United States authorities in Indochina to

establish procedures for the return to United States control: of

seeper— CUSSIFED 18
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Unlted States-financed military equipment and materiel no longer
required for the purposes for which they were originally made
avallable. That portion which was determined by French and United
States representatives to be mno longer required for the purposes
for which it was originally made available was to be offefed for
return to the United States Goverument or for such dispdsition as
might be determined by the Unlted States Government., (SEGRETY™

A conference was held early in 1955 for the purpgwﬁiAgS” ,ED
having an inventory prepared by the French in accordance with an
agreed format, GuldélinesAwith respect to sharing of losses,
title for property physically 1n the hands of the forces of Viet.
nam, Cambodia, and Laos, and other detalls were provided., It was
indicated that the steps outlined would serve as a basis for fu-
ture discussilons to determine procedures and actions still to be
taken in the distribution of Army materiel and equipment. We have
been informed by MAAG officlals that; during the period from Feba
ruary through April 1955; the French forwarded to the MAAG inven..
tory lists for certain ordnance; engineer, and signal equipment
and that United States and French authorities sgreed at that time
that these inventories repreéented only a poftion of‘the total
amount potentially available, (SEG-H-E?-)-HNGMSS'HE"

So far as we have been able to determine, the French authori.
ties took unilateral action to offer for: return such materiel as
they have wished and at no time was there a mutual determination

of the quantity of materiel or the counditlon of the materiel to be

SEGRET UNCLASSIFED 19
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returued to United States control. United States authorities did
not conduct inventories of materiel in French hands ‘
control the distribution of available equipment. ¢ zﬁqafngsnrﬂﬁﬂ

We have been informed by MAAG officlals that~TERM was estab.
lished in May 1956 in recognition of the need to control the re-
covery of French excesses and that since June 1956 adequate con.
trols have been in effect. However; a statement by French authori.
tles in June 1957 that they could no longer be commltted to the
Ely-Colliuns Agreement of December 1; 1954, would appear to pre-
clude the maintenance of satisfactory controls by the Unitéd
stetes. (s36a5er~  [NCLASSIFIED

MAAG records indicate that the United States military sup-
plies amounting to $1.1 billion delivered durlng 195054 were ex-
pended or disposed of as follows: (SRCRETY

LAY e

Totzl amount of assistance - $1,100.0

Stocks on hand or trausferred to Indo;
china countries (as reported by the

French):
Vietnanm $302.0
Cambodia ‘ 51.0
Laos , 27,6  $380.6
Outshipped by MAAG::
Army 109.6
Alr Force 30.0
Navy 50,5
| 190.1
Disposed of locally by MAAG 31,0
Awalting outshipment or dispositionm :
instructious 11,2 232,3 612.9
 Balance unaccounted for $_487.1
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Presumably this balance of $487.1 million either was expended
during the Indochina war, was turued over to Vietnam, Cambodia; or
Laos directlyvby France, was outshipped by Fraunce, or remains in
Freuch hands. (_SEG-BETTM{{KASS‘HE“

. CINCPAC has informed us that; although it bBelieves that
French military authorities have reported subplies for redistribu.
tion as sooun as excesses have been inventorled and processed, it
does not belileve that the Freuch have‘exerted maximum effort to lo-.
cate; inventory, or dellver all excesses., (SECH‘E‘I’)" UNGMSS'HE"

In retrospect, 1t seems clear that despite the Ely~Collius
Agreement the Uhiteé States has mnot countrolled the disposition of
United States-~financed military supplies delivered durlng’the Indo-
china war and that France has been able to retain or to offer for’
return to United States countrol such equipment as it wished.
(UNCLASSIFIED) | |

In response to our recomﬁéndatioﬁ that action be expedited to
~o$ta1n the return of ﬁateriel still remaining in French hands, the
Department of Defense has informed us that it is considered that
the materiel remaining in the hands of the few French still 1in
Vietnam is of mo significance. We were informed also that, while
it is undoubtedly true that some of the equipmeﬁt removed by the
French should have stayed in Vietnam or should have been returned
to United States control, it is not counsidered practical mow to
trace such materiel to France or to the forces in North Afrlca to
require 1its return to the United States or for redistribution else.
where. (sEcasey~7I[H{{ ASSIFIEN |

LT |
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- LACK_OF CONTROL OVER THE USE OF FUNDS

 United Statés-officials have not established satisfactory conw-
trol over the use of local durrercyyprbvided from the United
States economic aSsistance'program for Sﬁpporting the Vietnamese
military budget. We noted ipdicationé ofldeficiencies in Viet-
namese proceduresvfdr contracting, paying bills, and cqntrollingl
obligatioms. (UNCLASSIFIED)

Military budget support represents the largest single segment
of United States,assistance‘to Vietnam.g‘The Comntry'Teém has esti-
mated that in fiscal yearll959 the.United Stateé contribution to
the Vietnamese military budget at'the official rate oflexchange
will be the local currency equlvalent of atout $133‘million and
'the Vietnamese contribution will be the equivalent of about $37
million. Local currency funds for the military budget.of,the Viet=
namese armed forces (chiefly pay and allowanées, materiel, and cone
struction) are derived entirely. from the proceeds of United States
dollar or cdmmodity ald programed by the ICA mission. These funds
are generated from the sale ofybommodity imports or, in the case
of the Vlietnamese contribution; from customs recéipts derived from
United States-financed commercial imports. - (Béem-tmp ,,,L"f'!

Effective control over military budget support assistance
would require both a review of[the military budget estimates pre-
pared by Vietnam and a determination that‘fundé are actually'ex~
pended for the purposes intended, We believe that the screening
procegs by which the MAAG refines Vietnamese budgetary requeétéﬁla
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adequate, However, neither the MAAG nor the ICA mission has
édopted procedures to ascertain whether local currency funds are
being used for the purposes provided. MAAG officlals stated that
some verlf;cations had'been made on an informal or individual case
basis. (UNCLASSIFIED) |
| We wgre 1nf6rmed by MAAG officials that'the Vietnamese Govern-
ment has been relﬁctant to permlt any_systematié inspection of rece
ords or pfocedures. We were 1hforméd, durlng‘our review, of seri-
.ous weaknesses in Vietnamese practices which could result in grave
‘waste and mismanagement of funds provided through United States
ald, We were informed that under Vietnam contracting procedures
the Government deals'through brokers and of'ten pays several times
the amount at which thé.supplies could have been obtained dlrectly\
from the manufacturer; that Vietnam does not have‘a budgetary con-
trol system designed to control the obligation of budget authoriza-
tions; and that the government. is delinquent in paying its bills
and reportedly 1e€ves tfansportatibn, utilities, and stevedoring
bills unpald for perlods up to 2 years.' (SEeBETT.‘, wNCLASS'HED

. ‘We have been informed b& the Department of Defense that MAAG/
Vietnam maintains’a clqsef watch over the expenditures of the Viet-
namese military establishment than is maintained in almost any
other country receiﬁing aid from the United'Sfates and that it is

IFIED

We believe that an audlt of the use of military budget BUpP=

hard to see how a tighter control can be exercised, 7,y

port funds by Vietnam would be necessary to determine that they

cceer— UNCUASSIFED 23



UNCLASSIFIED

are being used in accordancé with the budget estimates'an which -
the United States bases the.requirements-and the-release-af-funds.
At the tiﬁe of'ouf review, no satisfactofy'audit of -this so#t'waa
being performed and the'Departﬁent of Defense and ICA had not
- reached an:agreement as to the}respectivé_requnsibiiifies~of the
MAAG and the ICA mission for undertaking such reviews.
(UNCLASSIFIED)

'Recommendaﬁions

We recommend that the Department of Defense and ICA assign
definite-reSpénsIbilities for supervising the use ofimliltaryﬁ
budget support funds released to thé Vietnam defense~§stablishment.
We recommend also that adequate:procedures be develobed, which are
‘acceptable to both the United States and Vletnamé for carrying out
this function in a systematic marmer. (UNCLAﬁSIFIED)
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NEED FOR BETTER COORDINATION BETWEEN
MILITARY AND ECONOMIC AID PROGRAMS

Projects programed under the military and economlc assistance
programs have not been sufficlently coordinated to provide for ef-
ficient application of United States. resources made avaiiable to
Vietnam. Differences of opinion between United States officlals
administering the separate programs in Vietnam as to the merit of
certain projects apparently have not been promptly resolved to ar-
rive at a firm United States position. (UNCLASSIFIED)

Several of the economic and technical development projects
programed by the ICA mission to Vietnam, such as telecommunications
development and highway construction, are influenced in a large
part by military considerations. Programing for these projects
requires the closest coordination within the Country Team so that
the projects can be accomplished most expeditiouély and can make
a maximum contribution to both economic development and military
objectives. (UNCLASSIFIED)

Teleeommunications |

| The ICA mission sponsored a'project for telecommunications

development whieh was designed to organize aﬁd equip Vietnam with
a long-distance telephone; teletype, and telegraph system, based
on recommendations of a comprehensive survey under a contract ‘
signed in February 1957. The purpose of the survey was to deter-
mine requirements for internal and external telecommuntcetibns in
Vietnam, Thalland, and Laos. It was anticipated that the project
would make available.to Vietnam military forces reliable long-

distance telecommunications service for administrative and
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logistical purposes, thus freelng tactical types of equipment cur.

.rently in use for the purposes for which they were intended.

(SEERETT  IINGLASSIEIED

At about the sazme tlme, a survey of -the requirements for a
radio relay system along the coastal region of Vietnam for mili.
tery use was inltlated under the military assistance program with.
out the knowledge of ICA mission officials, A coutract for this
survey was awarded on June 28, 1957, for $h2;732. At the time of
our review; equipment requisitions amounting to more than $900;000
had been submitted by the MAAG for this project and much of the

equipment had been received, (SEERETY UNGUSSIHEB
We have been informed by the Country Team that there had been

 a faillure to coordinate the telecommunications project at the Couna

try Team level but that close cooperation between the MAAG and the
ICA misslion has been achieved after our review to prevent any over-
lap between the two projects. (SECRETY); T
Highway construction | UNCLASBHIEB

The reconétruction of highways and bridges has been the larga
est single project programed.by'the ICA mission, This project has
been justified on the basis of tﬁe importance of transportation to
national security and economic development of Vietnam, First pri.
ority in the long-range program conceived first in fiscal year
1955 was the rehabilitatiom éf‘National Route 1, the main coastal
road, the eventual cost of which was eétlmated at about $30 mil.
lion, Initial funds were provided to commence this project at

that time, and a coutract for a survey of Vietnam highway needs
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was awarded wnder the economic assistance program in June 1955.
However, more than 2 years after the initlation of this project
the MAAG developed a new set of highway projects of high priority
which did not include the rehabilitation of Natlional Route 1.
Some of the highways plaunned were entirely for.military needs. At
the time of our review no attempt had been made to determiune the
over-all cost of the new program but the first two priority projl-
ects were estimated to cost more than $18 millioﬁ plus the equiva.
lent iu plasters of more than $4 million., It would appear that,
through the facilities of the Countrj Team; agreement on the de.
gired prlorities'of road requirements could have been reached at
an earlier date. (SECRET) '3'\5‘%{‘33'”[0

We have been informed by the Department of State that the
Vietnamese Government itself has made several shifts of priorities
in its road program which can be at least partly explained by
changes in political and military circumstances in the area, We
were Ainformed also by the Department of Defeunse that a close work.

ing relationship has been achieved between the military and eco-

 nomic aid programs; an example being the use of bulldozers pro-

vided under the economic aild program when needed temporarily for

military work. (SBSREL). M%GMSS‘HED

NEED_FOR LONG.RANGE PROGRAM PLANNING

The military assistance program is being administered without
long~range program planning for the continued support of the mill.
tary forces now being equipped at United States expense. BResponsi-

ble United States officials have reported that the Vietnamese
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milltary program objectives yrecommended for support by the United
States Joint Chiefs of Staff (JCS) are far beyond the economic ca-
pablilities of Vietnam to support from its own resources, The Dew

partmeut of Defense has not developed long-range estimates of the |

- progran costs necegssary to support approved country forces in Viet.

nam and world-wide for cousideration of whether these costs are
within the resources of the Unlted States to be made avallable for
such purposes. (UNCLASSIFIED)

The Country Team in Vietnam, which 1s composed of the United
States Ambassador; the Chief of the MAAG, and the Director of the
ICAvmission, has reported that the support of the military estab.
lishment at the level recommended by JCS imposes. a very great bure
den on the weak Vietnam economy and that this burden could not be
sustained without massive assistance from the Unlited States. 1In
addition to supplying MAP-financed hard goods, consumables, and
construction items, the United States is supporting the Vietunam
military budget both directly through the economic aild program and
indirectly since the Vietnamese contribution for military support
is derived from customs recelpts from United States.financed come
mercial lmports. (SECRER)- &%ﬁELASSUWEH

CINCPAC has informed us that it concurs in the need for a

' long-range plan, although it coumsiders the Vietnamese Government

to be incapable at this time of participating iun realistic com.
bined.planning. ISA has stated, in commenting on this matter,

that data necessary for the production of long-range estimates are
now being accumulated and that the estimate for Vietnam is expected

SS!FZI D

to be prepared by the Department of Defeunse by mft.d»...195ﬁb.N c(lA
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So far as we have been able to determine, however, the Depart.
ment of Defense has not developed estimates of the aggregate loung.
range costs of assisting allied forces or otherwise achieving
United States objectives in the countries being supported.
(UNCLASSIFIED)

As we pointed out in our report on the military assistance
program transmitted to the Cougress on August 29, 1957, we believe
that such estimates should be developed and that a determination
should be ﬁade that theselcosts are within the resources of the
United States likely to be avallable for such purposes., Otherwlse;
forces equipped at United States expense may deteriorate because
they will not be suppbrted elther by the couﬁtry concerned or by
the United States., (UNCLASSIFIED)

Recommendation

We recommend that the Asslstaut Secretary of Defeuse for In.
ternational Security Affairs develop estimates of the costs re-
quired to achieve approved program objectives in Vietnam and oﬁ a
world.wide basis and that appropriation requests be supported by
data which show long-range costs, the portion already fuunded, the
portion requlring funds in the budget year; and the time.phased
costs for carrying out the remainder of the progfam; (UNCLASSIFIED)
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